LEGISLATIVE SERVICESAGENCY

OFFICE OF FISCAL AND MANAGEMENT ANALYSIS
301 State House
(317) 232-9855

FISCAL IMPACT STATEMENT
L S 6639 DATE PREPARED: Feb 26, 1999
BILL NUMBER: SB 161 BILL AMENDED: Feb 25, 1999
SUBJECT: Distributionsto police and fire pensions.

FISCAL ANALYST: James Sperlik
PHONE NUMBER: 232-9866

FUNDSAFFECTED: X GENERAL IMPACT: State & Local
X DEDICATED
FEDERAL
STATE IMPACT FY 1999 FY 2000 FY 2001
State Revenues
State Expenditures 110,000,000 110,000,000
Net | ncrease (Decr ease) (110,000,000) (110,000,000

Summary of L egislation: (Amended) Thishill establishesa$10,000,000 annual transfer of |ottery revenues
tothe"m" portion of the Pension Relief Fund. It annually appropriates $100,000,000 from the State General
Fund and $10,000,000 from money received by the State Lottery Commission to the "m" portion of the
Pension Relief Fund for police and fire pension funds.

Effective Date: July 1, 1999.

Explanation of State Expenditures. (Revised) Thisbill annually appropriates $100 million from the State
General Fund and $10 million from money received by the State L ottery Commission to the “m” portion of
the Pension Relief Fund. The “m” portion provides relief to those units most in need. It addresses the
“distressed” communities. The distribution isbased on calculation of the communities' total net police and
fire pension payment, with a qualification level of those communities with annual payments equal to or
greater that 10% of the maximum property tax levy. Therelief isfocused on unfunded liabilities, allowing
unitsto freeze those paymentsto their current percentage of the maximum levy. The table below showsthe
impact of the proposal for an appropriation of two years and four years:
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Year $220 million $440 million

1999-2010 $0 $0
2011 $76,130,000 $76,130,000
2012 $88,936,000 $88,936,000
2013 $100,793,000 $100,793,000
2014 $111,086,000 $111,086,000
2015 $112,925,000 $60,652,000
2016 $113,825,000 $113,825,000
2017 $113,903,000 $113,903,000
2018 $56,967,000 $112,836,000
2019 $10,000,000 $110,583,000
2020 $10,000,000 $106,766,000
2021 $10,000,000 $101,528,000
2022 $10,000,000 $95,204,000
2023 $10,000,000 $87,491,000
2024 $10,000,000 $78,424,000
2025 $10,000,000 $64,058,000
2026 $10,000,000 $10,000,000
2027 $10,000,000 $10,000,000

The additional first two years of annual appropriationswill extend thelife of the“m” portion of the Pension
Relief Fund by approximately 7.5 years, from 2011 to mid 2018. The additional four years of annual
appropriationswill extend thelife of the*m” portion by about sixteenyears, from 2011 to 2027. Theoriginal
$10 million in annual lottery revenue has been calculated as part of the base.

Explanation of State Revenues:

Explanation of L ocal Expenditur es:

Explanation of L ocal Revenues: See Explanation of State Expenditures.

State AgenciesAffected: Public EmployeesRetirement Fund asadministrators of the Pension Relief Fund.

L ocal AgenciesAffected: Those unitswho qualify for additional relief under the“m” portion of the Pension
Relief Fund. About 105 municipalitiesreceivedistributionsfromthe“m” portion of the Pension Relief Fund.

Information Sour ces. Doug Todd of McCready & Keene, Inc., actuariesfor PERF and the Pension Relief
Fund, 576-1508.
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